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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 10,620 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Yates Petroleum Corporation f o r 
downhole commingling, Eddy County, New Mexico 

ORIGINAL 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER j j 0 ] r ~ 
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ML CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 
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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL 
Atto r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Attorneys a t Law 
By: WILLIAM F. CARR 
Suite 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 

* * * 
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I N D E X 

Page Number 

Appearances 2 

WILLIAM F. BONEAU 

D i r e c t Examination by Mr. Carr 5 

Examination by Examiner Catanach 14 

C e r t i f i c a t e of Reporter 15 

* * * 

E X H I B I T S 

APPLICANT'S EXHIBITS: 

E x h i b i t 1 6 

E x h i b i t 2 11 

E x h i b i t 3 12 

E x h i b i t 4 12 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 10:00 a.m. 

EXAMINER CATANACH: At t h i s time we're going 

t o c a l l Case 10,620. 

MR. STOVALL: A p p l i c a t i o n of Yates Petroleum 

Corporation f o r downhole commingling, Eddy County, New 

Mexico. 

EXAMINER CATANACH: Are the r e appearances i n 

t h i s case? 

MR. CARR: May i t please the Examiner, my 

name i s W i l l i a m F. Carr w i t h the Santa Fe law f i r m of 

Campbell, Carr, Berge & Sheridan. 

We represent Yates Petroleum Corporation, and 

I have one witness. 

EXAMINER CATANACH: Any other appearances? 

And I bel i e v e the witness has already been 

sworn i n , i n a previous case. 

MR. CARR: And have Dr. Boneau*s c r e d e n t i a l s 

been accepted and made a matter of record as an expert 

i n petroleum engineering? 

EXAMINER CATANACH: Yes, they have. 

CUMBRE COURT REPORTING 
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DAVID F. BONEAU. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Dr. Boneau, would you b r i e f l y s t a t e what 

Yates seeks w i t h t h i s A p p l i c a t i o n ? 

A. I n t h i s case Yates seeks the a u t h o r i t y t o 

commingle Bone Spring and Delaware p r o d u c t i o n i n the 

wel l b o r e of the Yates Pauline ALB State Number 6 w e l l . 

Q. Could you b r i e f l y review f o r Mr. Catanach the 

h i s t o r y of t h i s well? 

A. This w e l l was o r i g i n a l l y d r i l l e d by Santa Fe 

Energy i n 1988 t o approximately 15,000 f e e t . 

During the d r i l l i n g , Santa Fe DST1d the 

uppermost p a r t of the Bone Spring formation and t e s t e d 

some o i l on t h a t DST. 

They completed d r i l l i n g the w e l l and plugged 

and abandoned i t . 

I n 1992, Yates re-entered the w e l l — 

obtained the lease, and then Yates re-entered the w e l l 

w i t h t he Bone Spring and the Delaware being the t a r g e t 

zones. 

We r e a l l y hoped the Bone Spring would be 

f a n t a s t i c and we'd have a Bone Spring w e l l , but the 
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Bone Spring turned out t o be about a f i v e - t o t e n -

b a r r e l - o f - o i l - p e r - d a y producer. 

And we also then went and completed f o u r 

Delaware zones above the Bone Spring, and we are now 

seeking t o commingle those. 

A c t u a l l y , we f i l e d f o r a d m i n i s t r a t i v e 

approval t o commingle Bone Spring and Delaware, and 

those papers were f i l e d i n September a t the time the 

w e l l was completed, and the r e s u l t of t h a t f i l i n g was 

t h a t t h e OCD set t h i s matter f o r hearing today. 

Q. Dr. Boneau, i f you would r e f e r t o what has 

been marked as Yates E x h i b i t 1, which i s a p o r t i o n of 

the a d m i n i s t r a t i v e f i l i n g , and f i r s t r e f e r t o the p l a t , 

and review the i n f o r m a t i o n on t h a t p l a t f o r Mr. 

Catanach. 

A. E x h i b i t 1 contains 10 pieces of paper, I 

be l i e v e , t e n pages, and i t ' s the heart of our 

a d m i n i s t r a t i v e a p p l i c a t i o n . 

The f i r s t page of E x h i b i t 1 — I t ' s marked a t 

the top "Attachment A", but i t 1 s a map showing the 

l o c a t i o n of the Pauline w e l l i n U n i t J of Section 32, 

23-31. 

The marking — Well, there's an arrow 

p o i n t i n g t o i t , and i t ' s i n the middle of the map. 

The w r i t i n g next t o the w e l l l o c a t i o n says 
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Santa Fe Energy S t e r l i n g S i l v e r , TD 15,034, and t h a t ' s 

the o r i g i n a l w e l l d r i l l e d by Santa Fe. Yates r e ­

entered t h a t w e l l . 

The w e l l i s dedicated only t o the 4 0 acres 

t h a t are the northwest quarter of the southeast q u a r t e r 

of Section 23. 

The o f f s e t owners are shown on the map, and 

they i n c l u d e Meridian, who i s the present name of E l 

Paso, P h i l l i p s also i n Section 31, Enron i n the n o r t h 

p a r t of Section 32, and Santa Fe Energy t o the east and 

southeast and south. 

So t h e r e are f o u r o f f s e t owners. We're 

t a l k i n g about f e d e r a l land here. 

Q. Okay, l e t ' s move t o the schematic drawing i n 

E x h i b i t Number 1, and I would ask you t o review f o r Mr. 

Catanach how the w e l l i s a c t u a l l y p h y s i c a l l y completed. 

A. Okay, we're now t a l k i n g about the schematic, 

which i s the f i r s t l e g a l - s i z e piece of paper i n E x h i b i t 

1. 

When Santa Fe d r i l l e d the w e l l , they set 

surface and intermediate casing, and they also set 

seven-inch a t 12,000 f e e t and a l i n e r below t h a t . 

When they plugged the w e l l , they shot o f f the 

seven-inch casing a t about 6200 f e e t and p u l l e d the top 

of the seven-inch. 
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So Yates re-entered the w e l l and cleaned out 

plugs, e t cetera, down t o about 6200 f e e t , and then 

t i e d back i n seven-inch casing and cemented t h a t from 

around 6200 f e e t up t o almost the surface, up t o 1200 

f e e t from the surface. 

Then Yates t e s t e d the Bone Spring, and we 

ac i d i z e d and f r a c ' d the Bone Spring, but i t produced 

only a l i t t l e , r e a l l y d i d n ' t produce very much. 

So we went uphole and opened f o u r Delaware 

zones, and the Delaware zones are l i s t e d on t h i s 

schematic as DI, D2, D3 and D4, and the p e r f o r a t i o n s 

are shown t h e r e . The top p e r f o r a t i o n s are 7511 t o 

7529, and the bottom Delaware p e r f o r a t i o n s are 7868 t o 

7936. 

You n o t i c e t h i s i s not r e a l l y very f a r above 

the Bone Spring p e r f o r a t i o n s a t 8037 t o 8045, so the 

Delaware i s barel y a hundred f e e t above the Bone Spring 

p e r f o r a t i o n s . 

Yates ac i d i z e d and f r a c ' d those Delaware 

p e r f o r a t i o n s and then i n s t a l l e d pumping equipment and 

pumped the w e l l . And i n i t i a l l y i t made about 200 

b a r r e l s of o i l a day and 200 b a r r e l s of water a day, 

and t h a t ' s f a l l e n o f f somewhat. 

Q. I s the ownership i n both of the zones t h a t 

are being commingled common, both working i n t e r e s t and 
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r o y a l t y i n t e r e s t ? 

A. Yes, s i r , there's the same i n t e r e s t i n the 

Delaware and the Bone Spring. 

Q. Have you conducted p r o d u c t i v i t y t e s t s on t h i s 

w e l l ? 

A. Yes, what we d i d was complete the w e l l as I 

described, and a t t h a t time we were t a l k i n g t o Mike 

Williams a t the A r t e s i a NM OCD o f f i c e . 

And about t e n days a f t e r we put the w e l l i n 

pro d u c t i o n , we shut the w e l l i n and p u l l e d the t u b i n g , 

ran a t u b i n g and packer i n t o the w e l l t o i s o l a t e the 

Bone Spring, and we swab-tested the Bone Spring 

fo r m a t i o n . I t produced a t a r a t e of about 14 b a r r e l s 

of o i l per day on t h a t t e s t . 

And on the basis of t h a t t e s t , we assigned 

— i t a c t u a l l y was producing 202 b a r r e l s a day 

immediately before t h a t , and we broke down the 

pro d u c t i o n i n t o 14 b a r r e l s from the Bone Spring and 188 

from the Delaware. 

And t h a t t e s t i s the basis f o r our suggested 

a l l o c a t i o n i n the commingling. 

Q. The w e l l i s producing water? 

A. The w e l l i s producing water. The w e l l i s 

producing — has always produced about as much water as 

o i l . 
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And there was a water t e s t — We got a water 

r a t e a t t h a t same time, and I b e l i e v e t h a t was 22 

b a r r e l s of water a day from the Bone Spring and — by 

s u b t r a c t i o n we then had 178 b a r r e l s of water a day from 

the Delaware. 

Q. Have you been able t o e s t a b l i s h p r o d u c t i o n 

d e c l i n e curves f o r these zones? 

A. At the time we made the a d m i n i s t r a t i v e 

f i l i n g , we d i d some c a l c u l a t i o n s based on t y p i c a l 

d e c l i n e curves i n order t o get a breakdown of reserves, 

and those c a l c u l a t i o n s are d e t a i l e d i n t h i s E x h i b i t 1. 

The — since t h a t time — We're t a l k i n g about 

September, so the l a s t t hree or fo u r months we have 

r e a l p r o d u c t i o n data. 

And the w e l l has decl i n e d , and the a c t u a l 

d e c l i n e i s a l i t t l e steeper than what was assumed i n 

those c a l c u l a t i o n s . 

Q. Have you reviewed the bottomhole pressure on 

each zone? 

A. The bottomhole pressures are s i m i l a r i n the 

two zones. They're very close together i n the w e l l . 

The bottomhole pressure i n the Bone Spring 

f o r m a t i o n was measured by Santa Fe on t h e i r DST, and 

t h a t was 2941 p . s . i . , I b e l i e v e . 

The Delaware pressure i s almost s u r e l y about 
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2800 p . s . i . , and t h a t ' s based on a g r a d i e n t i n t h i s 

w e l l , and i t ' s also based on a l o t of other Delaware 

experience i n the same area. 

Q. So ther e shouldn't be a pressure d i f f e r e n t i a l 

t h a t would cause m i g r a t i o n downhole between zones? 

A. The pressures i n the zones are very close t o 

s t a r t w i t h , and I'm sure they balanced out q u i c k l y 

a f t e r p r o d u c t i o n s t a r t e d . 

Q. Would th e r e be any problem w i t h c o m p a t i b i l i t y 

of the f l u i d s being produced? 

A. No, both zones produce sweet o i l and sweet 

gas, and t h e r e should be no c o m p a t i b i l i t y problem. 

Q. Dr. Boneau, l e t ' s go t o what has been marked 

as Yates E x h i b i t Number 2, and I ' d ask you t o i d e n t i f y 

t h a t and review t h i s f o r Mr. Catanach. 

A. Yates E x h i b i t Number 2 i s a t a b u l a t i o n of the 

d a i l y p r o d u c t i o n from the Yates Pauline Number 6 w e l l , 

from i n i t i a l p roduction on August 23rd of t h i s year 

through the l a s t day I was i n A r t e s i a , which I t h i n k 

was l i k e l a s t Friday. 

And what i t shows i s t h a t o i l p r o d u c t i o n has 

dec l i n e d from — a few e a r l y days were almost 300 

b a r r e l s of o i l per day, but around 200 e a r l y i n i t s 

l i f e , and i t ' s d e clined t o where i t ' s now making about 

75 t o 80 b a r r e l s of o i l per day. 
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Likewise, the water production has d e c l i n e d 

almost i n step w i t h t h a t , and the gas p r o d u c t i o n from 

the w e l l has declined from about 400 MCF per day t o 

about 100 MCF per day. 

So a t the w e l l making 80 b a r r e l s of o i l per 

day, we're t a l k i n g about f i v e b a r r e l s of o i l coming 

from the Bone Spring and 75 b a r r e l s of t h a t coming from 

the Delaware. 

So we're asking t o commingle f i v e b a r r e l s of 

Bone Spring o i l w i t h the 75 b a r r e l s of Delaware o i l . 

Q. And what i s the percentage a l l o c a t i o n , do you 

know, t h a t you're recommending? 

A. We're recommending t h a t s i x percent be 

a l l o c a t e d t o the Bone Spring and 94 percent be 

a l l o c a t e d t o the Delaware. 

Q. I s Yates E x h i b i t Number 3 a co m p i l a t i o n of 

l e t t e r s t o the O i l Conservation D i v i s i o n , Santa Fe and 

A r t e s i a O f f i c e , and also t o the BLM, p r o v i d i n g them 

w i t h copies of the o r i g i n a l a d m i n i s t r a t i v e a p p l i c a t i o n ? 

A. Yes, s i r , t h a t ' s what E x h i b i t 3 i s . 

Q. And i s E x h i b i t Number 4 copies of waiver 

l e t t e r s from a l l o f f s e t t i n g owners? 

A. E x h i b i t 4 are waiver l e t t e r s from each and 

every one of the o f f s e t operators. 

Q. I n your op i n i o n , w i l l approval of t h i s 
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A p p l i c a t i o n r e s u l t i n the increased recovery of o i l ? 

A. Yes, s i r , approval of t h i s A p p l i c a t i o n i s the 

only reasonable way t o produce t h i s f i v e b a r r e l s of 

Bone Spring o i l per day. Otherwise, i t ' s going t o be 

gone. 

Q. I n t h a t case, the value of the commingled 

p r o d u c t i o n w i l l exceed the values of the i n d i v i d u a l 

zones? 

A. Yes, s i r , the Bone Spring o i l i s simply 

incremental, f o r - f r e e o i l t h a t we can get t h i s way. 

Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n be i n the best i n t e r e s t s of conservation, 

the p r e v e n t i o n of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 1 through 4 e i t h e r prepared by 

you or compiled under your d i r e c t i o n ? 

A. Yes, s i r . 

MR. CARR: Mr. Catanach, a t t h i s time we move 

admission of Yates petroleum Corporation E x h i b i t s 1 

through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l 

be admitted as evidence. 

MR. CARR: And t h a t concludes my examination 

of Dr. Boneau. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Dr. Boneau, would you recommend t h a t the gas 

be a l l o c a t e d i n the same amount as the o i l ? 

A. Yes, s i r , t h a t ' s our recommendation. We 

r e a l l y have no in f o r m a t i o n t h a t ' s d i f f e r e n t from t h a t , 

no s o l i d i n f o r m a t i o n t h a t says t h a t , but t h a t ' s the 

most reasonable t h i n g t o do. That's what I recommend. 

Q. I s the w e l l c u r r e n t l y being pumped? 

A. Yes, the w e l l ' s being pumped. 

EXAMINER CATANACH: Okay, I have not h i n g 

f u r t h e r i n t h i s case. 

MR. CARR: We have nothing f u r t h e r i n t h i s 

case. 

EXAMINER CATANACH: There being n o t h i n g 

f u r t h e r , Case 10,620 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded 

a t 11:15 a.m.) 

* * * 
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